PROJECTIONS OF RISK OF NEEDING
LONG-TERM SERVICES AND SUPPORTS
AT AGES 65 AND OLDER

January 2021



Office of the Assistant Secretary for Planning and Evaluation

The Assistant Secretary for Planning and Evaluation (ASPE) advises the Secretary of the U.S.
Department of Health and Human Services (HHS) on policy development in health, disability,
human services, data, and science; and provides advice and analysis on economic policy. ASPE
leads special initiatives; coordinates the Department's evaluation, research, and demonstration
activities; and manages cross-Department planning activities such as strategic planning,
legislative planning, and review of regulations. Integral to this role, ASPE conducts research and
evaluation studies; develops policy analyses; and estimates the cost and benefits of policy
alternatives under consideration by the Department or Congress.

Office of Behavioral Health, Disability, and Aging Policy

The Office of Behavioral Health, Disability, and Aging Policy (BHDAP), within ASPE, is focused on
policies and programs that support the independence, productivity, health and well-being of
people with disabilities with behavioral health conditions, and older adults.

This report was prepared under contract #HHSP233201600024| between HHS’s ASPE/BHDAP
and the Urban Institute. For additional information about this subject, you can visit the BHDAP
home page at https://aspe.hhs.gov/bhdap or contact the ASPE Project Officers, at
HHS/ASPE/BHDAP, Room 424E, H.H. Humphrey Building, 200 Independence Avenue, S.W.,
Washington, D.C., 20201; Judith.Dey@hhs.gov, Lauren.Anderson@hhs.gov,
Helen.Lamont@hhs.gov.



https://aspe.hhs.gov/bhdap

PROJECTIONS OF RISK OF NEEDING LONG-TERM
SERVICES AND SUPPORTS AT AGES 65 AND OLDER

Melissa M. Favreault
Richard W. Johnson

Urban Institute

January 2021

Prepared for
Office of Behavioral Health, Disability, and Aging Policy
Office of the Assistant Secretary for Planning and Evaluation
U.S. Department of Health and Human Services
Contract #HHSP233201600024I

The opinions and views expressed in this report are those of the authors. They do not reflect the
views of the Department of Health and Human Services, the contractor or any other funding
organization. This report was completed and submitted in May 2020.




TABLE OF CONTENTS

ACKNOWLEDGIMENTS ......ootiiiiiiiiie ittt ettt e ettt e e s sttt e e s sbte e e s s beeeessbteeessastaeesaastaeseanstaeesastaeessnssanessnseeeessnss Vi
ACRONYIMS ... .ottt ettt ettt e ettt e e s sttt e e s e bee e e s sabeeeesaabeeeesaabeeeesasseeeesansaaeesanstaeesanstaeesaseeeessnssanessassanessnns vii
INTRODUGTION .....ooiiiiiiiieiiitiee ettt ee e ettt e e st e s e eee e e s sabeeeesaabaeaeeasseeeeeasseeas e sstaaesanssaeeesnsseaeessseeeesnseneessnsens 1
BACKGROUND ......coiiiiiiiiieeiitiee ettt ee ettt e e st e e st e e e s st e e e sabaee e e sseeeeeasseeaeeassbaeesansbeeeesssseaessnsseesesnnsenessnnsens 2
WHY USE DYNAMIC MICROSIMULATION? ......ccoiiiiiiiiieeiiee et e sieessiteesie e ssieeesieeesseessaseesssaesnssessseesssseenn 6
DATA AND IMETHODS.........ooiiiieieeeiee ettt stee e rtte e st e s te e e s ate e s bt eesateessteeesbeaeanseeesaeassseeanseeessseesnsesenssessnsenensees 7
OUTCOME IMIEASURES..........ocoutiiiieeeitieesiteeette e st e ette e s te e e teeesateeseeeessteeasseeessseessseeenseessnseesseeenssessseesssseenn 13
POPULATION AND CLASSIFICATION VARIABLES ...........ccccteieiiieiiieiiee ettt eeteessieeeseeessteeeseseesseesnseesssneeenes 16
3] 2 U SRS 17

Long-Term Services and SUPPOIES NEEUS ......uuiiiiiciiie ittt e e sbae e e e sabae e e ssabaeeessnraeeeeas 17

Formal Long-Term Services and SUPPOIES USE ....ccuuiiiiicuiiiieiiiiieeeiiieesesiireeeestveesssveeeesssaeeesssseeeesssneeeens 18

Long-Term Services and Supports Costs by Setting and Payer..........coovciveeieiiieee et 19

Value Of INFOIrMaAl Car@ ..o e e e et e e et e e e s sab e e e e enbeee s enbeeeesnreeas 22

o] 7 | 601 43PPSR 23
REASONS FOR DIFFERENCES FROM OTHER ANALYSES ........oooiiiiiiieeiiiee e ceitee e sstree e estee e e svee e s sveee e s 24
CAVEATS AND COMPARABILITY NOTES .........cooctiiiiiiieeeiteeniee sttt et e et esiteesbteesabeesbteesabeesbaeesaseens 25
(o0 1\ of 181 o | PSS 27
REFERENCES.........cuoiiiiieiitieeees ettt e et e ettt e ettt estee e sateesateeebeaeessee s seeesateeanseeeanseeenseeasseeanseeesnseesnsesensseesseeanns 28
TABLES, FIGURES, AND BOXES .........ccocctiiiiieiieeeieeesteesteessteessteesstesassaeeesseeessseessseesseessssesssssssssessssenssnnes 42
APPENDIX A. ADDITIONAL TABLES.........ccottiitiieiieeiiee ettt e et e esteeesteesreeessteesaaeesseeesbeeessseesnseesaseeessenessees 63



LIST OF BOXES, FIGURES AND TABLES

BOX 1. Should We Include Medicare as a Payer for LTSS? ... iiiiieieiee et 62
FIGURE 1. Projected Population Age 65 or Older by Age and Year: 2020-2065 ........cccccovveeeeeeeecccnnreeennnn. 54
FIGURE 2. Shares of the Population Meeting HIPAA Disability Criteria by Age, 2015.......cccceevveeeernnnn. 54
FIGURE 3. Total Population Age 65 and Older, Including Number of People Projected to

Meet HIPAA Disability Criteria, 2020-2065 .......ccccciuiiiiriiiieeeiiieeeeiieeeessireeessereeessreeeesseneeeens 55
FIGURE 4. Expected Time from Age 65 to Death in Various Disability States, by Sex:

Comparisons of DYNASIM Projections for Birth Cohort Turning 65 in 2020-

2024 with Stallard Projection for Those Age 65 and Older in Historical Period ..................... 56
FIGURE 5. Total Population Age 65 and Older Using LTSS, by HIPAA-Level Disability

SEATUS, 2020-2065.......ceeecieieiieeetteeiieesteeesteeseessteeesteeeteeesbeeesbeeessteeebeeeesteeenteeeanteeereeennreean 57
FIGURE 6A. Population Age 65 and Older Using LTSS, by Age, 2020: Total Population...........cccccueeeennnieen. 58
FIGURE 6B. Population Age 65 and Older Using LTSS, by Age, 2020: HIPAA Disability Level .................... 58
FIGURE 7A. Total Aged HIPAA-Level LTSS Expenditures by Imputed Payer as a Percent of

GDP, 2020-2060, with State and Federal Medicaid Combined.......cccccccvvvrvreriiireiereeeeeiiieeennns 59
FIGURE 7B. Total Aged HIPPA-Level LTSS Expenditures by Imputed Payer as a Percent of

GDP, 2020-2060, with State and Federal Medicaid Displayed Separately........cccccceecvveeennnenn. 60
FIGURE 7C. Aged LTSS Expenditures, Including Spending below the HIPPA-Level, by Payer

as a Percent of GDP, 2020-2060, with State and Federal Medicaid Displayed

YT o L= =) 1Y PSR 60
FIGURE 8. Projected Social Security and Medicare Expenditures as a Share of GDP,

20202089 ...t — e e e e ettt e et ae e e teeateeearteeateeearteeateeenreeeateeanns 61
FIGURE 9. Alternative Estimates of the Composition of LTSS Spending by Payer ..........cccccceeeeevieeeennneen. 61
TABLE 1.  Projected Need for LTSS for Persons Turning 65 in 2020-2024, by Gender,

Income Quintile, Marital Status, and Self-Reported Health Status at Age 65 ..........ccccuueee.. 42



TABLE 2.

TABLE 3A.

TABLE 3B.

TABLE 3C.

TABLE 3D.

TABLE 3E.

TABLE 3F.

TABLE 3G.

TABLE 3H.

TABLE 31.

TABLE 4A.

TABLE 4B.

TABLE 5A.

Projected Use of LTSS at HIPAA Level Using Service Time for Persons Turning
65 in 2020-2024, by Gender, Income Quintile, Self-Reported Health Status at
Age 65, and Marital STatus at ABE 65 .....cccciiiiei ittt et e e s eara e e e enes 43

Average Present Discounted Value of Expenditures from Age 65 through
Death Projected for People Turning 65 in 2020-2024: MEN ....ccceeeeeeuvriieeeeeeeeccnrreeeeeeeeeeennnns 43

Average Present Discounted Value of Expenditures from Age 65 through
Death Projected for People Turning 65 in 2020-2024: WOMEN........ccvvveeeeeeeeiccnrireeeeeeeeeennnns 44

Average Present Discounted Value of Expenditures from Age 65 through
Death Projected for People Turning 65 in 2020-2024: Combined Men and

Average Present Discounted Value of Expenditures from Age 65 through
Death Projected for People Turning 65 in 2020-2024: Men with HIPAA-Level
[ I T U SR 44

Average Present Discounted Value of Expenditures from Age 65 through
Death Projected for People Turning 65 in 2020-2024: Women with HIPAA-
LEVEI LTSS USE «.uveiiiieeeiee ettt siee ettt s e e e tte e site e e tee sttt esate e e sate e sabe e e saeesateesaseesanseeensaesnneeesnseeennees 45

Average Present Discounted Value of Expenditures from Age 65 through
Death Projected for People Turning 65 in 2020-2024: Combined Men and
Women With HIPAA-LEVEI LTSS USE ....uiiiiciiiei ettt eettee et e s stte e e svee e s e svee e s s svaee s snareeas 45

Average Present Discounted Value of Expenditures from Age 65 through
Death Projected for People Turning 65 in 2020-2024: Men Excluding Room
and Board Component of Residential Care.......ccccceecueeeiiciiei et 45

Average Present Discounted Value of Expenditures from Age 65 through
Death Projected for People Turning 65 in 2020-2024: Women Excluding Room
and Board Component of Residential Care.......ccccevevieeiiiiiee ettt 46

Average Present Discounted Value of Expenditures from Age 65 through
Death Projected for People Turning 65 in 2020-2024: Combined Excluding
Room and Board Component of Residential Care .........cccceeecvveeeeeiiieecciiee e 46

Relationship of DYNASIM Mean Cost Projections to Analogous Kemper,
Komisar and Alecxih Cost Projections Adjusted for Longevity and Inflation:

o Y LT VA= o o [T PERRN 47

Relationship of DYNASIM Mean Cost Projections to Analogous Kemper,
Komisar and Alecxih Cost Projections: Disaggregation of Community Setting....................... 47

Distribution of Present Discounted Value of LTSS Expenditures from Age 65
to Death Projected for People Turning 65 in 2020-2024: MEN.......cccccveeeeecieeeeeiieeeeeiieeee s 47



TABLE 5B.

TABLE 5C.

TABLE 6A.

TABLE 6B.

TABLE 6C.

TABLE 7.

TABLE 8A.

TABLE 8B.

TABLE 8C.

TABLE 8D.

TABLE 8E.

TABLE 8F.

TABLE 9A.

TABLE 9B.

TABLE 9C.

Distribution of Present Discounted Value of LTSS Expenditures from Age 65
to Death Projected for People Turning 65 in 2020-2024: WOMEN .....c..eeeeecveeeeecrieeeeeciieeeeenns

Distribution of Present Discounted Value of LTSS Expenditures from Age 65
to Death Projected for People Turning 65 in 2020-2024: Combined Men and

Mean and Distribution of Present Discounted Value of Lifetime Medicaid
LTSS Expenditures Projected for People Turning Age 65 in 2020-2024, by Per
Capita Income QUINTIIE @t AZE B5......uuiiii ittt re e s e sree e s s ebee e s sareeas

Mean and Distribution of Present Discounted Value of Lifetime Family OOP
LTSS Expenditures Projected for People Turning Age 65 in 2020-2024, by Per
Capita Income QUINTIIE @t ABE B5.......viiiiiiiie ettt se e s e e e e s ebee e e enreeas

Mean and Distribution of Present Discounted Value of Lifetime Family OOP
LTSS Expenditures Projected for People Using LTSS Turning Age 65 in 2020-
2024, by Experience With Medicaid .........c..ooiieiiiiieciiee e

Share of Total Lifetime PDV of LTSS Expenditures Projected for People
Turning Age 65 in 2020-2024, by Duration of HIPAA Service Use in Payer..........ccccceeeecuvnenn.

Average Sum of Lifetime LTSS Expenditures Projected for People Turning 65
AN 2020-2024: IMEN ..ot etiee ettt ste e e ste e ste e s stae e steeebee e s teesseeessteeensaeessseeeseeessseesseeesnseean

Average Sum of Lifetime LTSS Expenditures Projected for People Turning 65
AN 2020-2024: WOMEBN.....uviiiieiieeeeeiieeeeeitee e eeteeeessteeeeesbaeeessbeeeessbaeesesnseeessasseeessnsseeesasnsenes

Average Sum of Lifetime LTSS Expenditures Projected for People Turning 65
and 2020-2024: Combined Men and WOMEN ........cccciiiiiciiiieceiee e crtee e eeree s esee e s svee e e

Average Sum of Lifetime LTSS Expenditures Projected for People Turning 65
and 2020-2024: Men with HIPAA-LEVEl LTSS USE .....uvveiiiiiiiieceiiie et eeeee e

Average Sum of Lifetime LTSS Expenditures Projected for People Turning 65
and 2020-2024: Women with HIPAA-LEVEI LTSS USE....ccccerrveriiireiieeeiieeeieeesieeesieeeveeeseeeeas

Average Sum of Lifetime LTSS Expenditures Projected for People Turning 65
and 2020-2024: Combined Men and Women with HIPAA-Level LTSS US€......cccccvvvvveeeennnen.

Distribution of the Sum of Lifetime LTSS Expenditures Projected for People
TUrnNing 65 iN 2020-2024: IMIEN ....uuuuuee s aa s aaaaaaasnsnsnsnnnsnnnnnnes

Distribution of the Sum of Lifetime LTSS Expenditures Projected for People
Turning 65 iN 2020-2024: WOMEN ...uuuuuiiiiiiiiiiiiiiiiiiii e sassssseaannes

Distribution of the Sum of Lifetime LTSS Expenditures Projected for People
Turning 65 in 2020-2024: Combined Men and WOMEN........cccceeeeciieeeeiiieeeeiireeeecireeeesiveee e



TABLE 10A.

TABLE 108B.

TABLE Al.

TABLE A2.

TABLE A3.

TABLE A4.

Mean Present Value and Sum of Informal LTSS Projected for People Turning

65 in 2020-2024, by Gender and Income Quintile at Age 65........ccoecvveeeeiieeecciiee e, 53
Projected Distribution of Present Value of Informal LTSS for People Turning
65in 2020-2024, by Gender @t AGE B5.........uuiiiiiiie ettt e e e e e e ae e 53

Summary of Core Processes Modeled in DYNASIM4: Disability and Health
R L {6 [P PUPPPR 63

Summary of Core Processes Modeled in DYNASIM3: Demand and Prices for

Summary of Core Processes Modeled in DYNASIM3: Payer Allocation for LTSS..................... 64

Summary of Core Processes Modeled in DYNASIM3: Health Care Coverage
= 0o I E ST SRT 65



ACKNOWLEDGMENTS

This paper was prepared as a deliverable under contract number HHSP2332015000641,
Task Order Number: HHSP23337005T. Brenda Spillman of the Urban Institute provided many
useful tabulations from historical data that informed this work. Owen Haaga assisted with
estimation of many earlier versions of the projection equations. Paul Johnson was our lead
programmer for DYNASIM’s Medicaid module and assisted in programming the private long-
term care insurance model. We are grateful to current and former ASPE staff, including Judith
Dey, Pamela Doty, John Drabeck, Helen Lamont, and William Marton for many helpful
comments on earlier versions of these tables and descriptions and for assistance with
specification choices. We also thank Harriet Komisar of AARP, Anne Tumlinson of Anne
Tumlinson Innovations LLC, the late Joshua Wiener of RTI, and Al Schmitz and Chris Giese of
Milliman for helpful comments on earlier drafts and extensive conversations about specification
issues. All errors remain our own.

vi



ACRONYMS

The following acronyms are mentioned in this report and/or appendix.

AALTCI American Association for Long-Term Care Insurance
ADL Activity of Daily Living

CBO Congressional Budget Office

CovID-19 Novel Coronavirus

DYNASIM Dynamic Simulation of Income Model

GAO Government Accountability Office

GDP Gross Domestic Product

HCBS Home and Community-Based Services

HIPAA Health Insurance Portability and Accountability Act
HMO Health Maintenance Organization

HRS Health and Retirement Study

IADL Instrumental Activity of Daily Living

LTCI Long-Term Care Insurance

LTSS Long-Term Services and Supports

MACPAC Medicaid and CHIP Payment and Access Commission
MCBS Medicare Current Beneficiary Survey

NHATS National Health and Aging Trends Study

NHEA National Health Expenditure Accounts

NLTCS National Long-Term Care Survey

OASDI Old-Age Survivors and Disability Insurance

ooP Out-Of-Pocket

PDV Present Discounted Value

Ql Qualified Individual

QmvB Qualified Medicaid Beneficiary

SCI Severe Cognitive Impairment

SIPP Survey of Income and Program Participation

vii



SLMB Specified Low-Income Beneficiary
SSI Supplemental Security Income

TICS Telephone Interview of Cognitive Status

viii



